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observers, the dispute was particularly suitable for settlement by
arbitration, since it turned to a large extent (though not entirely) on
the interpretation of Spanish colonial documents.  The position was
complicated, however, by the economic aspect of the question. The
Chaco territory consisted principally of jungle, sparsely inhabited by
Indians, and while much of it was waterless in the winter, it was con-
verted into a swamp in the rainy season.   The greater part of the
country, therefore, was not in itself of a nature to invite settlement,
but its economic potentialities were believed to be considerable,1 and
it was important to Paraguay as the only region in which expansion
could take place. Its chief interest to Bolivia, on the other hand, lay
in the possibilities of the River Paraguay, which formed the eastern
boundary of the Chaco, as a waterway by which a land-locked state
could reach the Atlantic.  The disputed territory stretched away to
the north-west of the Paraguayan capital Asuncion, but it could only
be reached from the Bolivian centres of population on the Andean
plateau after a long and difficult journey, and, by the time when
Bolivia's growing economic needs made the question of access to the
sea by way of the Paraguay River a matter of the first importance,2
the Paraguayans had already begun the task of developing the Chaco,
especially the extreme south-eastern corner, to which Paraguay felt
that she possessed a legal title in virtue of the Hayes Award of 1878.
A certain number of foreign concessions in the Chaco were granted by
the Government at Asuncion,3 and although the process of penetra-
tion was slow, it had gone far enough by the third decade of the
twentieth century to make Paraguayans feel that 'possession was
nine points of the law'. To leave Paraguay in possession of the south-
eastern portion of the Chaco, however, would have debarred Bolivia
from access to the lower reaches of the River Paraguay. Thus both
rights extended as far as the confluence of the Eivers Paraguay and Pilcomayo.
The Bolivians consistently refused to recognize the validity of an award, fixing
the frontier between Paraguay and Argentina, which had been made by Presi-
dent Hayes of the United States in 1878, and which had assigned to Paraguay
the south-east corner of the Chaco between the Hivers Verde and Pilcomayo.
1	See the Survey for 1930, p. 422.
2	Bolivia had been deprived of her Pacific coast-line after the war of 1879-
83 in which the allies Peru and Bolivia had been defeated by Chile. By a treaty
of 1904, Chile had granted to Bolivia, in perpetuity, 'the most ample and free
right of commercial transit through its territory and the ports of the Pacific'.
It was not certain, however, whether this right would cover the transit of
munitions in time of war, and doubt on this point was said to have influenced
Bolivia in her attitude towards the Chaco and an outlet on the Atlantic. This
question of the transit of munitions became acute during the conflict of 1932-3
(see p. 418 below.)
s Argentina was the foreign Power most interested in the opening up of the
Chaco.

